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Indexed options reward senior executives for outperforming their direct competitors and do not
provide the same incentive to re-price in the event of an industry downturn. Premium-priced options
reward such executives for enhancement of overall shareholder value. Performance-vesting equity
compensation ties compensation more closely to Companv performance. as opposed to the stock market
in general. and encourages senior executives to set and meet performance targets.

We urge shareholders to vote FOR this proposal,”

BOARD RESPONSE

Our Board of Directors and Compensation and Human Resources Committee strongly support the concept
of performance-based executive compensation arrangements that are designed to create long-term corporate and
sharehoider value and are market competitive. Flowever, after careful consideration of this proposal, the Board of
Directors unanimously recommends a vote AGAINST this proposal for the following reasons:

We already base all aspects of senior executive compensation on performance criteria.

As discussed in the Compensation and Human Resources Committee report included in this proxy
statement, the Compensation and Human Resources Committee has taken into account many of the features
described in this proposal and factors Dynegy’s performance. financial and otherwise. into granting bonuses and
equity-based compensation awards to senior executives. As a general matter and with respect to all Dyvnegy
employees, the Compensation and Human Resources Committee reviews Dynegy’s performance in the market,
together with management’s achievement of strategic goals and objectives established at the beginning of the
year. to determine the level of funding, if any, that will be provided for cash and equitv-based incentives. To the
extent that funding is granted for these purposes, the amounts paid to senior executives are determined based on
their individual performance in terms of driving Dynegy's results and the achievement of its goals and
objectives, as well as relevant market and industry data for similarly situated companies. Also, the types of
compensation arrangements utilized for each senior executive reflect the Compensation and Human Resources
Committee’s consideration of these same performance criteria, as well as market and industry practices and other
relevant factors,

For 2003, equity-based compensation took the form of conventional stock options and restricted stock
grants. In each case, the number of options and restricted shares granted reflected the above-described
performance criteria. In addition, the value of these awards, which vest over a number of years, is ultimately
dependent on Dynegy’s long-term performance in the market. Accordingly, we believe that this proposal is
unnecessary, because the Compensation and Human Resources Committee already considers performance
criteria in determining Dynegy’s senior executive compensation,

We believe it is important to preserve the Compensation and Human Resources Committee’s flexibility to
choose incentives for recruiting and retaining senior executives.

The Compensation and Human Resources Committee, which is comprised solely of independent directors,
reviews, approves and oversees the compensation of Dynegy’s senior executives. The Board believes that it is
extremely important to preserve flexibility in its compensation program so that the Compensation and Human
Resources Committee can choose incentives that best balance the variety of goals Dynegy pursues through its
compensation arrangements.

As described above, we recently granted conventional stock options and restricted stock awards to our
senior executives in refation to 2003 performance. The conventional stock options have an exercise price equal to
the closing price of our common stock on the date of grant and vest in one-third increments over the next three
years. The restricted stock awards were granted based on the closing price of our comumon stock on the date of
grant and vest in full on the three-year anniversary of the date of grant. Vesting over time facilitates our retention
of senior executives and creates an incentive for them to improve the share price of our common stock in the long
term.
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Conventional stock options and restricted stock awards are the favored forms of performance-based
compensation in the market generally and in our industry. We believe that this proposal, which would arbitrarily
limit our ability to grant these types of awards, would put us at a competitive disadvantage in recruiting and
retaining high-quality senior executives because our peers may not be similarty restricted in the types of
incentives they can award 1o senior executives.

Actians outside of our control could distort our performance and the resulting value of performance-
based equity compensation.

Dynegy and the industry in which it competes have undergone substantial changes in the last 18 months.
The demands on our management team have never been greater as they work to continue self-restructuring and to
enhance shareholder value. Using stock options and restricted stock with the exercise prce or vesting tied to
metrics that are materially impacted by factors completely ourside management’s control,”such as those
suggested by this proposal. could potentially fail to provide appropriate incentives and motivation for, or cause
inappropriate compensation to be paid to, our senior executives,

In summary, we believe that our current executive compensation program meets the desires of shareholders
that executive compensation be tied to our performance and provide long-term incentives to senior executives,
while providing us with the flexibility necessary to recruit and retain senior executives in a competitive
environment. Additionally, with respect to disclosure, each year our Compensation and Human Resources
Committee issues a comprehensive report on executive compensation, :which is included in our annual proxy
statement and contains the details of our senior executive compensation. We will continue to ¢onsider awarding
performance-based compensation arrangements of the type propesed and acknowledge that their usage could
become advisable in the future, but we believe that the continuing flexibility to consider conventional stock
options and time-vesting restricted stock is also essential,

Consequently, the Board of Directors unanimously recommends thar you vote AGAINST this shareholder
proposal, and your proxy will be so voted unless vou specify otherwise. The affirmative vote of a majority of the
votes of the shares present in person or by proxy at the meeting and entitled to vote on this matter is necessary to
approve this shareholder proposal. Under llinois law, an abstention has the same legal effect as a vote against
this proposal, but a broker non-vote is not counted for purposes of determining shares represented in person or by
proxy and entitled to vote on the matter.
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PROPOSAL 6

SHAREHOLDER PROPOSAL REGARDING PERFORMANCE AND TIME-BASED
RESTRICTED SHARES

William Zitelli, on behalf of the United Association S&P 300 Index Fund, 1 Freedom Vailey Drive. Qaks.
PA 19456, which is the beneficial owner of approximately 23.722 shares of our Class A common stock. has
sponsored and submitted the following resolution and supporting statement:

“Resolved. that the shareholders of Dynegy Inc. «"Company™) hereby request that the Board of
Directors’ Compensation Committee, in developing future senior executive equity compensation
plans, utilize performance and time-based restricted share programs in lieu of stock options.
Restricted shares issued by the Company should include the following features:

(1} Operational Performance Measures—The resiricted share program should atilize justifiable
operational performance criteria combined with challenging performance benchmarks for each
criteria utilized. The performance criteria and associated performance benchmarks selected by
the Compensation Committee should be clearly disclosed to shareholders.

(2) Time-Based Vesting—A time-based vesting requirement of at least three vears should also be a
feature of the restricted shares program. Thart is. in addition to the operational performance
criteria, no restricted shares should vest in less than three years from the date of grant.

(3) Dividend Limitation—No dividend or proxy voting rights should be granted or exercised prior
to the vesting of the restricted shares,

(4) Share Retention—In order to link shareholder and management interests, a retention feature
should also be included; that is, all shares granted pursuant to the restricted share program
should be retained by the senior executives for the duration of their tenure with the Company.

The Board and Compensation Committee should implement this restricted share program in a
manner that does not violate any existing employment agreement or equity compensation plan.

SUPPORTING STATEMENT

As long-term shareholders of the Company, we support executive compensation policies and
practices that provide challenging performance objectives and serve to motivate executives 1o achieve
long-term corporate value creation goals. The Company's executive compensation program should
include a long-term equity compensation component with clearly defined operational performance criteria
and challenging performance benchmarks.

We believe that performance and time-based restricted shares are a preferred mechanism for
providing senior executives long-term equity compensation. We believe that stock option plans, as
generally constituted, all too often provide extraordinary pay for ordinary performance. In our opinion,
performance and time-based restricted shares provide a better means to tie the levels of equity
compensation to meaningful financial performance beyond stock price performance and to condition

' equity compensaticn on performance above that of peer companies.

Our proposal recognizes that the Compensation Committee is in the best position to determine the
appropriate performance measures and benchmarks. It is requested that detailed disclosure of the criteria
be made so that sharehoiders may assess whether, in their opinion, the equity compensation system
provides challenging targets for senior executives to meet. In addition, the restricted share program
prohibits the receipt of dividends and the exercise of voting rights until shares vest.
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We believe that a performance and time-based restricted share program with the features described
above offers seniar executives the opportunity to acquire significant levels of equity commensurate with
their long-term contributions. We believe such a system best advances the long-term. interests of our
Company. its shareholders. employees and other important constituents. We urge shareholders to support
this reform.”

BOARD RESPONSE

Our Board of Directors and Compensation and Human Resources Committee strongly support the concept
of performance-based executive compensation arrangements that are designed to create long-term corporate and
shareholder value and are market competitive. However, after careful consideration of this proposal, the Board of
Directors unanimously recommends a vote AGAINST this proposal for the following reasons:

We already base all aspects of senior executive compensation on performance criteria.

As described in our response to Proposal 3, the Compensation and Human Resources Committee already
has taken into account many of the features described in this proposal and factors Dynegy's performance.
financial and otherwise. into granting bonuses and equity-based compensation awards to senior executives. For
2003, equity-based compensation took the form of conventional stock options and restricted stock grants. In each
case, the number of options and restricted shares granted reflected the above-referenced performance criteria. In
addicion. the value of these awards, which vest over a number of years, is ultimately dependent on Dynegy's
tong-term performance in the market. Accordingly, we believe that this proposal is unnecessary, because the
Compensation and Human Resources Committee already considers performance criteria in determining senior
executive compensation.

We believe it is important to preserve the Compensation and Human Resources Committee’s flexibility to
choose incentives for recruiting and retaining senior executives.

As described in our response to Proposal 3, the Compensation and Human Resources Committee, which is
comprised solely of independent directors, reviews, approves and oversees the compensation of Dynegy’s senior
executives. The Board believes that it is extremely important to preserve flexibility in its compensation program
so that the Compensation and Human Resources Comrnittee can choose incentives that best balance the variety
of goals Dynegy pursues through its compensation arrangements.

As described above. we recently granted conventional stock options and restricted stock awards to our
senior executives in relation to 2003 performance. The conventional stock options have an exercise price equal to
the closing price of our common stock on the date of grant and vest in one-third increments over the next three
years. The restricted stock awards were granted based on the closing price of our common stock on the date of
grant and vest in full on the three-year anniversary of the date of grant. The existing feature of vesting over time.
which is one of the key tenets of this proposal, facilitates our retention of key employees and creates an incentive
for those senior executives to improve the share price of our common stock in the long term.

Conventional options and restricted stock awards are the favored forms of performance-based compensation
in the market generally and in our industry. We believe that this proposal, which would arbitrarily limit our
ability.to grant these types of awards, would put us at a competitive disadvantage in recruiting and retaining
high-quality executives because our peers may not be similarly restricted in the types of incentives that they can
award to senior executives.

In summary, we believe that our current executive compensation program meets the desires of shareholders
that executive compensation be tied to our performance and provide long-term incentives to executives, while
providing us with the flexibility necessary to recruit and retain executives in a competitive environment. We will
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continue to consider awarding performance-based compensation armrangements of the type proposed and
acknowledge that their usage could become advisable in the future. but we believe that the continuing flexibility
to consider conventional stock options and time-vesting restricted stock is also essential.

Consequently, the Board of Directors wnanimously recommiends thar vou vote AGAINST this sharelolder
proposal, and your proxy will be so vored unless you specifv othervise. The affirmative vote of a majority of the
votes of the shares present in person or by proxy at the meeting and entitled to vote on this matter is necessary (o
approve this shareholder proposal. Under IHinois faw, an abstention has the same legal effect as a vote against
this proposal. but a broker non-vote ts not counted for purposes ol determining shares represented in person or by
proxy and entitled to vote on the matter.

FUTURE SHAREHQLDER PROPQSALS

If a shareholder wants us to include a proposal in our proxy statement and form of proxy for presentation at
the 2005 annual meeting of sharcholders. under the rules of the SEC, the proposal must be received by our
Secretary at the address indicated on the first page of this proxy statement on ot before December 10. 2004 (the
120th calendar day before the one-year anniversary date of the release of these proxy materials to shareholders).

If a shareholder wishes to introduce a director nominee or other item of business for consideration at an
annual meeting of shareholders. the shareholder must comply with the procedures specified in our Bylaws. as
permitted by the rules of the SEC. These procedures require that director nominations or other items of business
to be introduced at an annual meeting of shareholders must be submitted in writing to our Secretary at the
address indicated on the first page of this proxy statement. We must receive notice of a shareholder’s intention to
introduce a nomination or proposed jtem of business at our 2005 annual meeting of shareholders:

* not later than the close of business on February 20, 2005 nor earlier than the close of business on
January 20, 20035, if the 2005 annual meeting of shareholders is held within 30 days before or 60 days
after the anniversary date (May 20, 2003) of this year's meeting; or

* not earlier than 120 days prior to such annual meeting and not later than 90 days prior to such annual
meeting or the tenth day following the public announcement of the meeting date, if the 2005 annual
meeting of shareholders is not held within 30 days before or 60 days after the anniversary date (May 20.
2003) of this year’'s meeting.

Assuming our 2005 annual meeting is held on a schedule similar to that of this year's meeting, we must
receive notice of your intention to introduce a nomination or another item of business at that meeting by the dates
specified in the first bullet point above. Qur Bylaws specify the information that must be contained in a
shareholder’s notice for director nominees or an item of business to be introduced at an annual meeting of
shareholders. Please read our Bylaws, which are available free of charge through the SEC's website at
www.sec.gov and through our website at www.dynegy.com, for additional information regarding shareholder
proposals.

OTHER MATTERS

~ The Board of Directors does not know of any other matters that are to be presented for action at the annual
meeting. However, if any other matters properly come before the annual meeting or any adjournment or
postponement thereof, it is intended that the enclosed proxy will be voted in accordance with the judgment of the
persons named in the proxy card.

By Order of the Board of Directors,

' J. Kevin Blodgett
Group General Counsei—Corporate
Finance & Securities and Secretary

April 8, 2004
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APPENDIX A

DYNEGY INC.
AMENDED AND RESTATED
AUDIT AND COMPLIANCE COMMITTEE CHARTER
NOVEMBER 2003

I. PURPOSE

Pursuant to Articte IV of the Bylaws of Dynegy Inc. (the “Company™), a committee of the directors to be known
as the ~“Audit Committee” was established. Effective as of March {5, 2002. the Audit Committee was renamed
the ~Audit and Compliance Committee” (hereafter referred to as the “Committee™). The primary purpose of the
Committee is to assist the Board of Directors in its oversight of (i) the integrity of the Company’s financial
statemnents, (ii) the Company’s compliance with legat and regulatory requirements, (iii) the independent auditors’
gualifications and independence and (iv) the performance of the Company's internal audit function and the
independent auditors.

II. COMPOSITION

The Committee shall consist of no fewer than three members, all of which shall meet the requirements of the
New York Stock Exchange (the “NYSE™), Section 10A(m)(3) of the Securities Exchange Act of 1934, us
amended (the “Exchange Act™), and the rules and regulations of the Securities and Exchange Commission (the
“SEC™). The members of the Committee shall be appointed by the Board on the recommendation of the
Corporate Governance and Nominating Committee. Committee members may be replaced by the Board.

III. MEETINGS

The Committee will meet at least four times annually. Additional meetings may occur as circumstances dictate.
The Committee shall meet periodically with management, the internal auditors and the independent auditors in
separate executive sessions.

The Committee members will have sole discretion in determining the meeting attendees; provided, however, that
unless prohibited by applicable rules or regulations, all directors may attend the Committee meetings.

The Committee may request any officer or employee of the Company or the Company’s outside counsel or
independent auditors to attend a meeting of the Commitiee or to meet with any members of or consultants to the
Comuinittee.

The Committee chairperson will work with the appropriate members of management to set the Committee’s
calendar of activities and its meeting agendas to ensure that it is fulfilling all of its duties as outlined herein.

IV. AUTHORITY AND RESPONSIBILITIES

The Committee shall have the sole authority to appoint and replace the Company's independent auditors,
considering independence and effectiveness. The Committee shall be directly responsible for the compensation,
retention and oversight of the work of the independent auditors (including resolution of any disagreements
between management and the independent auditors regarding financial reporting) for the purpose of preparing or
issuing an audit report or related work. The independent auditors shall report directly to the Committee.
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The Committee shall pre-approve all audit and permitted non-audit services (including the fees and terms
thereof) 1o be performed for the Company by its independent auditors, subject to and in accordance with Section
10A{13(1XB) of the Exchange Act and the Committee’s pre-approval policy, as it may be amended from time tQ
time. The Committee shall discuss the independent auditors” independence from management and the Company.
including whether the independent auditors™ performance of permissible non-audit services is compatible with its
independence.

The Committee may form and delegate authority to subcommittees when desired.

The Committee’s job is one of oversight and it recognizes that the Company’s management is responsible for
preparing the Company's financial statements and that the independent auditors are responsible for auditing those
financial statements. Addirionally, the Committee recognizes that financial management and the independent
auditors have more time. knowledge, and more detailed information on the Company than do Committes
members: consequently. in carrying out its oversight responsibilities, the Committee is not providing expert or
special assurance as to the Company’s financial statements or any professional certification as to the independent
auditors” work.

The Committee believes its policies and procedures should remain flexible in order to best react to changing
conditions and provide reasonable assurance to the Board that the accounting and reporting practices of the
Company are in accordance with all applicable requirements and that an effective legal compliance and business
ethics program exists.

The Committee will fulfill its duties and responsibilities as follows:

A. General

13 Adopt a formal written charter that is approved by the full Board of Directors that, at a minimum.
contains all matters required to be contained therein under applicable rules and regulations. The
Committee shall review and reassess the adequacy of this Charter at least annually. Any proposed
changes to this Charter shall be submitted to the Board for approval, and the Charter shall be published
in accordance with applicable SEC and NYSE rules and regulations.

2)  Maintain minutes or other records of meetings and activities.

3) Report regularly on Committee activities and actions to the Board, including any recommendations to
the Board the Committee may deem appropriate. The Committee should also review with the Board
any issues that arise with respect to the quality or integrity of the Company’s financial statements, the
Company’s compliance with legal or regulatory requirements, the performance and independence of
the Company’s independent auditors or the performance of the internal audit function.

4) Conduct or authorize investigations into any matters within the Committee’s scope of responsibilities.
with respect to which the Committee shall have full access to all books, records, facilities and
personnel of the Company. The Committee shall be empowered to retain independent counsel,
independent accountants, or others as it deems necessary to conduct its duties or to assist it in the

- = conduct of any investigation. The Company shall provide for appropriate funding, as determined by the

+— Committee, for payment of compensation to the independent auditors for the purpose of rendering or
issuing an audit report and to any advisors employed by the Committee and for ordinary-administrative
expenses of the Committee that are necessary or appropriate in carrying out its duties.

5)  Submit a report to shareholders for inclusion in the Company’s annual proxy statement as required by
SEC rules. ' :

6) Evaluate the Committee’'s performance annually.
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B. Independent Auditors

1} Review the independent auditors’ independence from management by obtaining ot least annually 2
formal statement delineating the scope of services and all refationships between such accountants and
the Company from the independent auditors. The independent auditors shall provide to the Company a
schedule showing all work performed by the independent anditors for the Company or any affiliate.
including non-audit services. The Committee will discuss with the independent auditors all significant
relationships such auditors have with the Company to ensure the independent auditors’ independence.

2y Consult with independent auditors out of management s presence about internal controls, the faimess
of, and quality of disclosures in, the Company’'s financial statements and any other matters deemed
necessary by the Committee or the independent auditors.

3)  Meet with the independent auditors and financial management of the Company to review the planning
and staffing of the proposed external audit for the current year. The external audit engagement shall
include a requirement that the independent auditors inform the Committee of any significant changes in
the independent auditors’ original audit plan.

4 Review and evaluate the lead partner of the independent auditors” team.
5y Establish hiring policies for employees or former employees of the independent auditors.

6) Discuss with the independent auditors issues on which members of their national office were consulted
by the Company’s audit team.

7Y Obtain and review a report from the independent auditors at Ieast annually regarding
a. Independent auditors’ internal quality control procedures,

b.  Any material issues raised by the most recent quality-control review, or peer review of the firm, or
by any inquiry or investigation by governmental or professional authority within the preceding
five years regarding one or more independent audits carried out by the firm, or

¢.  Any steps taken to deal with such issues.

8) Ensure the rotation of the lead (or coordinating) audit partner having primary responsibility for the
audit and the audit partner responsible for reviewing the audit as required by law.

9) Discuss with the independent auditors the matters required to be discussed by Statement on Auditing
Standards No. 61 relating to the conduct of the audit. In particular, discuss:

a. The adaoption of, or changes to, the Company’s significant auditing and accounting principies and
practices as suggested by the independent auditors, internal auditors and management.

b.  The management letter provided by the independent auditors and the Company’s response to such
letter.

c. Any problems or difficulties encountered in the course of the audit work, including any
restrictions on the scope of activities or access 1o requested information, and any significant
disagreements with management, and managemeni’s response.

C. Internal Audit

1) Provide oversight of the Internal Audit Department, including reviewing the annual internal audit plan
in relation to the risks identified by the Internal Audit Department in its risk assessment process, as
well as any significant changes to such plan; the budget for the Internal Audit Department; and the
staffing levels for the Internal Audit Department.

2}  Review and approve the appointment and replacement of the senior internal auditing executive.
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3) Inquire of the senior internal auditing executive regarding the adequacy and effectiveness of accounting
and financial controls and request recommendations for improvements.

4) Review a summary of findings and completed internal audits, adequacy and appropriateness of
management’s responses thereto, and a progress report on the execution of the approved internal audit
plan.

51 Inguire of the senior internal auditing executive regarding any difficuities encountered in the course of
the internal audit. including any restrictions on the scope of work or access to required intormation.

6) Review the quality and objectivity of the internal audit function of the Company, including its
independence. autherity and reporting relationship to management and the Board of Directors.

D. Financial Statements/Internal Controls

1)  Review and discuss annual and quarterly financial statements with management and the independent
auditors to determine that both groups are satisfied with the disclosure (including disclosures made in
management’s discussion and analysis) and content in the financial statements. With respect to the
audited annual financial statements, the Committee shall recommend to the Board whether such
staternents should be included in the Company’s Form 10-K,

2) Review and discuss with management and the independent auditors with respect to annual and
quarterly financial statement major issues regarding accounting principles and financial staternent
presentations, including any significant changes in the selection or application of accounting principles.
any major issues as to the adequacy of the Company’s internal conrols and any speciat steps adopted
in light of significant deficiencies and/or material weaknesses, prior to the filing of such financial
staternents with the SEC.

3) Review and discuss with the independent auditors and management the quality and appropriateness of
the Company’s financial statements,

4) Make inguiries of management and the independent auditors concerning the adequacy of the
Company’s system of internal controls including computerized information system controis and
security.

5}  Advise financial management and the independent auditors to discuss with the Committee the quality,
not just the acceptability, of accounting principles and financial disclosure practices used or proposed
1o be adopted by the Company, prior to the filing of a Form 10-Q or Form 10-K and, if practicable,
prior to the release of quarterly or annual eamnings.

6) Discuss with management and the independent auditors the development, selection and disclosure of
critical accounting policies, and analyses of the effect of alternative assumptions, estimates or GAAP
methods on the Company’s financial statements.

7) Discuss with management and the independent auditors the effect of regulatory and accounting
initiatives as well as off-balance sheet structures on the Company’s financial statements.

8) Discuss with management the Company’s earings press releases, including the use of “pro forma” or
“adjusted” non-GAAP information, as well as financial information and earnings guidance provided to
analysts and rating agencies.

9) Discuss with management and the independent auditors any comrespondence with regulators or
governmental agencies and any employee complaint or published report which raises material issues
regarding the Company’s financial statements or accounting policies. :

10) Obtain from the independent auditors assurance that Section 10A of the Securities Exchange Act of
1934 has not been implicated.




F.

1)

12)

Discuss with management and the independent auditors at least guarterly any material written
communications between them. such as any management letters or schedules of unadjusted differences,

Review disclosures made to the Committee by the Company's CEC and CFO during their certification
process for the Form 10-K and Form [0-(Q about any significant deficiencies in the design or operation
of internal controls or material weaknesses therein and any fraud involving management or other
emplovees who have a significant role in the Company’s internal controls.

Business Ethics and Compliance

1

3)

4

5)

Provide oversight to the business ethics and compliance program and obtain regular updates from
management and Company legal counsel regarding business and compliance matters.

Review the programs and policies of the Company designed by management to assure compliance with
the Company’s code of conduct and applicable laws and regulations and monitor the results of the
compliance efforts.

Review reports and disclosures of insider and affiliated party transactions and approve potential
conflicts of interest between or among affiliate shareholders, management and the Company.

Obtain reports from appropriate members of management that the Company’s subsidiary/foreign
affiliate entities are in conformity with applicable local requirements and the Company's code of
conduct.

Establish procedures for the receipt. retention and treaiment of complaints received by the Company
regarding accounting, internal accounting controls or auditing matters, and the confidential, anonvmous
submission by employees of concerns regarding questionable accounting or auditing matters.

Risk Assessment

1) Discuss policies with respect to risk assessment and risk management, including major financial risk
exposures and the steps management has taken to monitor and control such exposures.

2) Review with the Chief Risk Officer such matters as are required in the Dynegy Risk Policy Statement,
as it may be amended from time to time.

3) Review the scope of activities and findings of the internal and external auditor relating to trading
activities including the evaluation of controls within management information systems and the
evaluation of resources provided to maintain the integrity of the risk measurement and control system.

Legal

1} Meet with Company’s general counsel to review any legal matters that may have a significant impact

on the Company’s overall financial statements or its compliance process.
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APPENDIX B

STATEMENT OF RESOLUTION ESTABLISHING SERIES
OF
SERIES C CONVERTIBLE PREFERRED STOCK
Or
DYNEGY INC.

Pursuant to and in accordance with Section 6.10 of the Illinois Business Corporation Act of 1983, as
amended (the “IBCA™). the undersigned corporation hereby makes the following statement:

ARTICLE L.

The name of the corporation is Dynegy Inc. (the “Corporation™).

ARTICLE IL

The Board of Directors of the Corporation (the “Board™ on July 31, 2003, duly adopted the following
resolution establishing and designating a series of preferred stock of the Corporation and fixing and determining
the relative rights and preferences thereof:

RESOLVED, that pursuant to the authority vested in the Board by Article 4, Paragraph 2B. of the
Corporation’s Amended and Restated Articles of Incorporation (the “Articles of Incorporation™), a series of
preferred stock of the Corporation be, and it hereby is, created our of the authorized but unissued shares of the
capital stock of the Corporation, such series to be designated “Series C Convertible Preferred Stock” (the “Series
C Preferred Stock”), to consist of 16,000,000 shares, no par value per share, of which the preferences and relative
and other rights, and the qualifications, limitations, and restrictions thereof will be, in addition to those set forth
in the Articles of Incorporation, as follows:

1. CERTAIN DEFINITIONS. (a) Unless otherwise stated herein or the context otherwise requires, the
terms defined in this Section | have the following meanings:

“Articles of Incorporation” is defined in the preamble to this Article IL
“Board” is defined in the preamble to this Article II.

“Cash Amount” is defined in Section 5(c)(iii}{C). .

“Cash Sertlement Averaging Period™ is defined in Section 5(c)(iii).
*Cash Settlement Notice Period” is defined in Section 5(c)(iii).
“Change of Control” means, any event or series of events by which:

(a) any “person” or “group” (as such terms are used in sections 13(d} and 14(d) of the Exchange Act,
but excluding (i) any employee benefit plan of such person or its subsidiaries, and any person or
entity acting in its capacity as trustee, agent or other fiduciary or administrator of any such plan
and (ii) ChevronTexaco and/or any of its Affiliates) becomes the “beneficial owner” (as defined in
Rules 13d-3 and 13d-5 under the Exchange Act, except that a person or group shall be deemed to
have “beneficial ownership” of all securities that such person or group has the right to acquire
(such right, an “option right™), whether such right is exercisable immediately or only after the
passage of time), directly or indirectly, of 35% or more (excluding securities acquired by such
“person” or “group” directly or indirectly in one or more related transactions from ChevronTexaco
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and/or any of its Affiliates) or 50 or more (including securities acquired by such “person”™ or
“group” directly or indirectly in one or more related transactions from ChevronTexaco and/or any
of its Affiliates) of the equity securities of the Corporation entitled to vote for members of the
Board or equivalent governing body of the Corporation on a fully-diluted basis (and taking into
account all such securities that such person or group has the right to acquire pursuant to any option
right).

(b) Continuing Directors cease for any reason to constitute a majority of the Board; or

(c) all or substantially all of the consolidated assets of the Corporaticn and its Subsidiaries, taken as
whole. are sold, leased or otherwise transferred to any Person (other than the Corporation or one
or more of the Corporation’s Subsidiaries).

“Change of Control Offer” is defined in Section 6(b).

“Change of Control Payment™ is defined in Section 6(b).

"Change of Control Payment Date™ is defined in Section 6(b)ii).
“ChevronTexaco” means ChevronTexaco Corporation, a Delaware corporation.

*Class A Common Stock”™ means all shares now or hereafter authorized of Class A Common Stock. no
par value per share, of the Corporation.

“Class B Common Stock™ means all shares now or hereafter adthorized of Class B Common Stock. no
par value, of the Corporation,

“Closing Price™ means, with respect to any security on any day, the closing sale price, regular way, on
such day or, in case no such sale takes place on such day, the average of the reported closing bid and asked
prices, regular way, in each case as quoted on the New York Stock Exchange or, if such security is not
quoted or listed or admitted to trading on such New York Stock Exchange, on the principal national
securities exchange or quotation system on which such security is quoted or listed or admitted to trading or.
if not quoted or listed or admitted to trading on any national securities exchange or quotation system, the
average of the closing bid and asked prices of such security on the over-the-counter market on the day in
question as reported by the National Quotation Bureau Incorporated. or a similar generally accepted
reporting service, or if not so available, in such manner as furnished by any New York Stock Exchange
member fimm selected from time to time by the Board for that purpose, or a price determined in good faith
by the Board.

*Common Stock™ means all shares now or hereafter authorized of any class of common stock of the
Corporation and any other stock of the Corperation, howscever designated, authorized after the Issue Date,
which has the right (subject to prior rights of any class or series of preferred stock) to participate in the
distribution of the assets and earnings of the Corporation without limit as to per share amount.

*Compound Dividends” is defined in Section 2{c)(ii).

“Continuing Directors” means, as of any date of determination, any member of the Board who: (x) was
a member of the Board on the Issue Date, or (yJ was appointed, elected or nominated for election to the
Board with the approval of a majority of the Continuing Directors who were members of the Board at the
time of the relevant appointment, nomination or election. :

‘Conversion Date” is defined in Sectxon 5(c).

= *“Conversion Obligation” is defined in Section 5(c)(111)

“Convcrsion Price™ means the price per share of Common Stock used to determine the number of
shares of Common Stock deliverable upon conversion of a share of the Series C Preferred Stock, subject to
adjustment in accordance with the provisions of Section 5.

“Corporation” is defined in Anicle L
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“Cross-Over Date™ means the first to occur of (i) the eighieenth (18) month anniversary of the Issue
Diate and (ii) the date which is 120 days after the date on which the Corporation shall have completed one or
more public or private sales of Qualified Capital Stock. or rights. warranis or options therefor, or securities
convertible into Qualified Capital Stock. resulting in an aggregate amount of gross proceeds of at least 5250
million (measured with reference to such sales which are consummated subsequent to the [ssue Date).

“Deferral Period Event” shall occur when an Extended Dividend Period shall have reached ten (10)
Dividend Periods without the Deferred Dividend which gave rise to such Extended Dividend Period having
been paid (determined taking into account the provisions of Section 2(£)) in full not later than the last day of
such Extended Dividend Period.

“Deferred Dividend” 15 defined in Section 2(f).

“Disqualified Capiral Stock” means any class or series of capital stock of the Corporation that is
required to be redeemed or is redeemable at the option of the holder of such class or series at any time on or
prior to the anniversary of the Issue Date which falls in 2013,

“Distributed Assets or Notes™ is defined in Section 5(e¥(iv).

“Dividend Payment Date” means each of the semi-annual dates as follows: the First Dividend Payment
Date and each anniversary thereafter of the Issue Date and the First Dividend Payment Date.

“Dividend Period™ means the semi-annual period between consecutive Dividend Payment Dates.

“Exchange Act” means the Securities Exchange Act of 1934, as amended, or any successor Federal
statute, and the rules and regulations thereunder, all as the same shall be in effect at the time. Reference to a
particular section of, or rule or regulation under, the Exchange Act shall include a reference to the
comparable section, rule or regulation, if any, and as the case may be, of or under the successor Federal
statute.

“Extended Dividend Period” is defined in Section 2(f).

“Extended Dividend Payment Date” is defined in Section 2(f).

“Final Redemption Date™ is defined in Section 4(f).

“First Dividend Payment Date” means the date that is six months from the Issue Date.
“Forced Conversion Notice” is defined in Section 5(a)(ii}.

“IBCA” is defined in the introductory paragraph of this siatement of resolution.

“Issue Date” means the date on which shares of Series C Preferred Stock are first issued by the
Corporation.

“Junior Stock™ means, for purposes of Section 2, the Common Stock and any other class or series of
capital stock of the Corporation issued after the Issue Date not entitled to receive any dividends in any
Dividend Period, unless all dividends required to have been paid or declared and set apart for payment on
the Series C Preferred Stock have been paid or declared and set apart for payment and, for purposes of
Section 3, the Common Stock and any class or series of capital stock of the Corporation issued after the
Issue Date not entitled to receive any assets upon the liquidation. dissoiution, or winding up of the affairs of
the Corporation until the Series C Preferred Stock have received the entire amount to which such stock is
entitled upon such liquidation, dissolution, or winding up.

“Liquidation Date™ is defined in Section 3.

“Liquidation Value” means, as of any date, $50.00 per share of Series C Preferred Stock (as adjusted
for stock dividends, combinations or splits with respect to such shares), plus any accrued but unpaid
dividends (including Compound Dividends, if any) thereon through such date.

“Mandatory Conversion” is defined in Section 5(a)(ii).
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“Mandatory Redemption Date” is defined in Section 4(a).

“NYSE Requirements” means the rules and regulations of the New York Stock Exchange applicable to
the Corporation as a listed company thereon.

“Optional Conversion™ is defined in Section 5(a)(i).

“Original Issuance Price” means $50.00 per share of Series C Preferred Stock (as adjusted for stock
dividends, combinations or splits with respects to such shares).

“Parity Stock™ means, for purposes of Section 2, any other class or series of capital stock of the
Corporation issued after the Issue Date entitled to receive payment of dividends on a parity with the Series
C Preferred Stock and. for purposes of Section 3, any other class or series of capital stock of the Corporation
issued after the Issue Date entitled to receive assets upon the liquidation, dissolution, or winding up of the
affairs of the Corporation on a parity with the Series C Preferred Stock.

“Paying Agent” is defined in Section 6(b)(v).

“Qualified Capital Stock” means all shares of capital stock of the Corporauon that is not Disqualified
Capital Stock.

“Record Date™ means the 15% day next preceding a Dividend Payment Date, or such other date as may
be designated by the Board.

“*Redemption Agent” is defined in Section 4(e).
“Redemption Date™ is defined in Section 4(d).

“Redemption Price™ means $50.00 per share of Series C Preferred Stock, plus any accrued but unpaid
dividends (including Compound Dividends, if any) thereon through the Redemption Date.

“Senior Stock”™ means for purposes of Section 2, any class or series of capital stock of the Corporation
issued after the Issue Date ranking senior to the Series C Preferred Stock in respect of the right to receive
dividends, and, for purposes of Section 3, any class or series of capital stock of the Corporation issued after
the Issue Date ranking senior to the Series C Preferred Stock in respect of the right to receive assets upon
the liquidation, dissoludon, or winding up of the affairs of the Corporation,

*“Series C Preferred Stock™ is defined in the preamble to this Article II.

“Subsidiary” of any Person means (x) any corporation, association or other business entity (other than a
partnership, joint venture, limited liability company or similar entity) of which more than 50% of the total
outstanding voting power entitled (without regard to the occurrence of any contingency) to vote in the
election of directors, managers or trustees thereof {or persons performing similar functions) or (y) any
partnership, joint venture, limited liability company or similar entity of which more than 50% of the capital
accounts, distribution rights, total equity and voting interests or general or limited partnership interests, as
applicable, is, in the case of clauses (x) and (y), at the time owned or controlled, directly or indirectly, by (1)
such Person, (2) such Person and one or more Subsidiaries of stich Person or (3) one or more Subsidiaries of
such Person. ‘

“Trading Day” shall mean (x) if the applicable security is quoted or listed or admitted for trading on the
New York Stock Exchange or another national securities exchange or quotation system, a day on which the
New York Stock Exchange or such other national securities exchange or quotation system is open for
business or (y) if the applicable security is not so quoted, listed or admitted for trading, any day other than a
Saturday or Sunday or a day on which banking institutions in the State of New York are authorized or
obligated by law or executive order to close.
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(b} The following terms have the respective meanings specified in the indicated provision of Articles
of Incorporation:

o Affiliate Art. 4; Para. 2(C).3(d)(it); and
¢ Person Art. 4; Para. 2(C).3(d}1i).

2. DIVIDENDS.

{a) Subject to the prior preferences and other rights of any Senior Stock. the holders of Series C
Preferred Stock are entitled 1o receive. out of funds legally available for such purpese, cash
dividends at the rate of $2,73 per annum per share of Series C Preferred Stock, and (subject to
Sections 2{c) and 2(e}) no more. Such dividends are cumulative from the Issue Date and are
payable semi-annually, in arrears. when and as declared by the Board on each Dividend Payment
Date commencing on the first Dividend Payment Date after the Issue Date (subject 1o the rights of
the Corporation pursuant to Section 2(f)). Each such dividend will be paid to the holders of record
of the Sertes C Preferred Stock as their names appear on the share register of the Corporation on
the Record Date immediately preceding such Dividend Payment Date. Dividends on account of
arrears for any past Dividend Periods may be declared and paid at any time. without reference to
any Dividend Payment Date. to holders of record on such date as may be fixed by the Board.

(b) If full cash dividends, as provided for in Sections 2{a), 2{c)(ii) and 2(e), are not paid or made
available to the holders of all outstanding shares of Series C Preferred Stock and any Parity Stock,
and funds available are insufficient to permit such payment to all such holders of the preferential
amounts to which they are then entitled, the entire amount available for pavment of cash dividends
rernaining after the distributions to holders of any Senior Stock of the full amounts to which they
may be entitled will be distributed among the holders of the Series C Preferred Stock and any
Parity Stock ratably in proportion to the full amount to which they would otherwise be
respectively entitled, and any remainder not paid to the holders of the Series C Preferred Stock
will cumulate as provided in Section 2(c).

(c) (i) If, on any Dividend Payment Date, the holders of the Series C Preferred Stock do not receive

' the full dividends provided for in Sections 2(a). 2(c)(ii} and 2(e), then such dividends will
cumulate, whether or not the Corporation has earnings and/or profits, whether or not there are
funds legally available for payment of such dividends, and whether or not such dividends are
declared.

(i) During any periods when there are Deferred Dividends outstanding, the holders of the Series
C Preferred Stock shall be entitled to receive additional dividends (payable only as and when
the accumulated dividends may become payable} at the rate of 5.5% per annum (or at the rate
of 10.0% per annum for any Deferred Dividends outstanding after the Corporation’s failure
to obtain the shareholders’ approval set forth in Section 5(1)) on the aggregate amount of
Deferred Dividends outstanding during such period, accruing semi-annually as of each
regular Dividend Payment Date (“Compound Dividends”).

(d) Solong as any shares of Series C Preferred Stock are outstanding, the Corporation will not, unless
all dividends to which the holders of Series C Preferred Stock are entitled for all previous
Dividend Periods have been paid or declared and a sum of money sufficient for the payment
thereof set apart, (i) declare or pay on any Junior Stock any dividend or distribution whatsoever,
. whether in cash, property, or otherwise (other than dividends payable in shares of the class or
series upon which such dividends are declared or paid, or payable in shares of Common Stock
with respect to Junior Stock other than Common Stock, together with cash in lieu of fractional
shares), (ii) purchase or redeem any Junior Stock, or (iii) pay or make available any monies for a
sinking fund for the purchase or redemption of any Junior Stock.

() In the event that, on or prior to the first anniversary of the Issue Date, the Series C Prefarred Stock
shall not have become convertible (i.e., that the limitation on conversion described in Section 5(I)
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remains in effect), then, from and after the first anniversary of the Issue Date, the dividend rate per
share of Series C Preferred Stock otherwise applicable pursuant to Section 2(a} shall be increased
to the rate of $5.00 per annum from $2.75 per annum, and shall remain at such increased level for
so long as the Series C Preferred Stock shall not be convertible as aforesaid; provided, however,
that at such time as the Series C Preferred Stock shall become convertible (i.e., that the limitation
on conversion described in Section 5(1) is no longer in effect) the dividend rate shall revert back to
the rate otherwise applicable pursuant to Section 2{a).

(f) Notwithstanding that funds are legally available for the purpose of paying cash dividends to the
holders of Series C Preferred Stock. the Corporation may elect to defer payment of cash dividends
on the Series C Preferred Stock for up to ten (10) consecutive Dividend Periods provided, that no
deferral pursuant to this sentence may (A) extend beyond the Mandatory Redemption Date or {B)
end on a date other than a regular Dividend Payment Date. Irrespective of the reason that a regular
dividend is not paid on a regular Dividend Payment Date, in the event that the full regular
dividend is not paid on a Dividend Payment Date (a “Deferred Dividend™), then such Dividend
Payment Date shall commence an extended Dividend Period (an “Extended Dividend Period™)
that will continue until the earlier of (I} the Deferred Dividend shall have been paid in cash or (II)
the Deferred Dividend shall not have been declared and paid in full by the tenth (10%) regular
Dividend Payment Date next following the Dividend Payment Date on which the Deferred
Dividend was originally scheduled to be paid. For purposes of determining whether or not an
Extended Dividend Period has ended, unless all dividends {including Compound Dividends) to
which the holders of the Series C Preferred Stock are ertitled for all previous Dividend Periods
have been, or are simultaneously, paid or declared and a sum of money sufficient for payment
thereof set apart. in the event that dividends are unpaid for more than one regular Dividend Period.
any payment of cash dividends shall (irrespective of any action or statement of the Corporation or
its Board o the contrary) be deemed to have been payment of unpaid regular dividends (including
Compound Dividends) for previous Dividend Periods in reverse order of maturity. Prior to the end
of an Extended Dividend Period, the Corporation may pay all or any portion of the accurnulated
dividends in the Series C Preferred Stock on any Extended Dividend Payment Date to holders of
record on the regular Record Date for such Dividend Payment Date or from time to tirne extend
such period; provided that such Extended Dividend Period, including such extension and all such
further extensions thereof, shall not exceed ten {10) consecutive semi-annual Dividend Periods.
Upon the termination of any Dividend Payment Period and upon the payment of all accumulated
dividends, together with Compound Dividends, the Corporation may eleci to begin a new
Extended Dividend Period, subject to the foregoing requirements. No dividends shall be due and
payable during an Extended Dividend Period, except on the last day thereof (an “Extended
Dividend Payment Date™). On any Extended Dividend Payment Date, the Corporation shall pay
all accumulated dividends {including any Compound Dividends) which shall be payable to the
holders of the Series C Preferred Stock in whose names the Series C Preferred Stock are registered
in the Series C Preferred Stock Register on the last Record Date prior to such Extended Dividend
Payment Date. - :

(g) The Corporation shall give the holders of the Series C Preferred Stock written notice of its
election to commence an Extended Dividend Period at least five business days prior to the earlier
of (i} the Record Date with respect to the next succeeding Dividend Payment Date or (ii) the date
the Corporation is required to give notice of the record or payment date of such dividend payment

== - 10 any national stock exchange or other self-regulatory organization on which the Series C
Preferred Stock is listed or quoted or to holders of the Series C Preferred Stock. The Dividend
Period in which any notice is given pursuant to this Section 2(g) shall be counted as one of the
Dividend Periods permitted in determining the maximum Extended Dividend Period permitted
under Section 2(f}.

3. DISTRIBUTIONS UPON LIQUIDATION, DISSOLUTION, OR WINDING UP. In the event of any
voluntary or involuntary liquidation, dissolution, or other winding up of the affairs of the Corporation,

I.l
i
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subject to the prior preferences and other rights of any Senior Stock, but before any distributions or
payments are made to the holders of Junior Stock, the holders of the Series C Preferred Stock will be
entitled to be paid the Liquidation Value of all outstanding shares of Series C Preferred Stock, as of the
date of such liquidation or disselution ar such other winding up {the “Liquidation Date™), and no more.
in cash or in property at its fair value as determined by the Board, or both, at the election of the Board.
If such payment is made in full to the holders of the Series C Preferred Stock, and if payment is made
in full to the holders of any Senior Stock and Parity Stock of all amounts to which such holders will be
entitled, the remaining assets and funds of the Corporation will be distributed among the holders of
Junior Stock. according to their respective shares and priorities. If, upon any such liguidation,
dissolution, or other winding up of the affairs of the Corporation, the assets of the Corporation
distributable among the holders of all outstanding shares of the Series C Preferred Stock and any Parity
Stock are insvfficient to permit the payment in full to such holders of the preferential amounts to which
they are entitled, then the entire assets of the Corporation remaining after the distributions to holders of
any Senior Stock of the full amounts to which they may be entitled will be distributed among the
holders of the Series C Preferred Stock and any Parity Stock ratably in proportion to the full amounts to
which they would otherwise be respectively entitled. Neither the consolidation or merger of the
Corporation into or with another entity or entities nor the sale of all or substantially all of the assets of
the Corporation to any person or persons will be deemed a liquidation, dissolution, or winding up of the
affairs of the Corporation within the meaning of this Section 3, unless such consolidation, merger, or
sale of assets is in connection with the complete liquidation, dissolution, or winding up of the affairs of
the Corporation.

4. REDEMPTION BY THE CORPORATION.

{a) The Corporation shall redeem all, and not less than all, of the then outstanding shares of Series C
Preferred Stock at the Redemption Price on the Mandatory Redemption Date that have not been
converted pursuant to Section 5. The “Mandatory Redemption Date” is the earlier to occur of (i)
the anniversary of the Issue Date occurring in 2033 and (i1} a Deferral Period Event.

{(b) Except for any mandatory redemption pursuant to Section 4(a), the Series C Preferred Stock may
not be redeemed by the Corporation, in whole or in part, prior to the tenth (10th) anniversary of
the Issue Date. On and after the tenth (10th) anniversary of the Issue Date, the Series C Preferred
Stock may be redeemed by the Corporation at any time and from time to time, in whole or in part,
at the option of the Corporation, at the Redemption Price.

(c) If less than ail of the outstanding shares of the Series C Preferred Stock are to be redeemed by the
Corporation, such shares will be redeemed pro rata as determined by the Board in its sole
discretion.

(d) Notice of each proposed redemption of the Series C Preferred Stock will be sent by or on behalf of
the Corporation, by first class mail, postage prepaid, to holders of record of the shares of Series C
Preferred Stock to be redeemed at such holders’ addresses as they appear on the records of the
Corporation, not less than 30 days or more than 60 days prior to the date fixed for redemption by
the Corporation (the “Redemption Date™) (i) notifying such holders of the redemption of such
shares of Series C Preferred Stock and the Redemption Date, (ii) stating the date on which such
shares of Series C Preferred Stock cease to be convertible and the Conversion Price, (iii) stating
the place or places at which such shares of Series C Preferred Stock called for redemption wiil,

. upon presentation and surrender of the certificate or certificates evidencing such shares, be
redeemed and the Redemption Price, and (iv) stating the name and address of the Redemption
Agent selected in accordance with Section 4(e).

(e} The Corporation may (i) act as the redemption agent or (ii) appoint as its agent, for the purpose of
acting as the Corporation’s redemption agent, a bank or trust company in good standing,
organized under the laws of the United States of America or any jurisdiction thereof and any
replacement thereof or successors thereto. The Corporation or such appointed bank or trust
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company is hereinafter referred to as the “Redemption Agent.” Following such appointment. if
any, and prior to any redemption. the Corporation will deliver to the Redemption Agent
irrevocable written instructions authorizing the Redemption Agent, on behalf and at the expense
of the Corporation; to cause 2 notice of redemption to be duly mailed in accordance with Section
4(d), as soon as practicable after receipt of such irrevocable instructions. All funds necessary for
the redemption will be deposited with the Redemption Agent, in trust, at least two business days

- pricr to the Redemption Date, for the pro rata benefit of the holders of the shares of Series C
Preferred Stock called for redemption, Neither failure to mail any such notice to one or more
holders of Series C Preferred Stock nor any defect in any notice wilt affect the sufficiency of the
proceedings for redemption as to other holders of Series C Preferred Stock.

(f) If notice of redemption is given in accordance with Section 4(d) and the Corporation is not in
default in the payment of the Redemption Price, then each holder of shares of Series C Preferred
Stock cailed for redemption is entitled to all preferences and relative and other rights accorded by
this resolution until and includinig the date prior to the Redemption Date. If the Corporation
defaults in making payment on the Redemption Date, then each holder of the shares of Series C
Preferred Stock cailed for redemption is entitled to all preferences and relative and other rights
accorded by this resolution until and including the date prior to the date when the Corporation
makes payment to the holders of the Series C Preferred Stock (the “Final Redemption Date™).
From and after the Redemption Date, the shares of Series C Preferred Stock called for redemption
will no longer be deemed to be outstanding and all rights of the holders of such shares of Series C
Preferred Stock will cease and terminate, except the right of the holders of such shares of Series C
Preferred Stock, upon surrender of the cerificate or certificates therefor, to receive the
Redemption Price. The deposit of monies in trust with the Redemption Agent by the Corporation
will be irrevocable, except that the Corporation will be entitled to receive from the Redemption
Agent the interest or other eamnings, if any, earned on any monies so deposited in trust, and the
holders of any shares of Series C Preferred Stock redeemed will have no claim to such interest or
other earnings. Any balance of monies so deposited by the Corporation and unclaimed by the
holders of the Series C Preferred Stock entitled thereto at the expiration of one year from the
Redemption Date (or the Final Redemption Date, as applicable) will be repaid, together with any
interest or other eamings thereon, to the Corporation, and after any such repayment, the holders of
the shares of Series C Preferred Stock entitled to the funds so repaid to the Corporation will look
onty to the Corporation for payment of the Redemption Price, without interest.

5. CONVERSION. The Series C Preferred Stock will be convertible into Common Stock as follows:

(a) (i) Conversion at Option of Holder. Subject to and upon compliance with the provisions of this
Section 5 (including, but without limitation, Section 5(I)), the holder of any shares of Series C
Preferred Stock will have the right at such holder’s option, at any time or from time to time, to
convert any of such shares of Series C Preferred Stock into fully paid and nonassessable shares of
Class A Common Stock at the Conversion Price in effect on the Conversion Date {an “Optional
Conversion™); provided, however, no right of conversion afforded by this Section 5(a)(i) may be
exercised unless the Closing Price of the Class A Common Stock for each of the 20 Trading Days
immediately prior to the proposed Conversion Date is at least 100% of the Conversion Price in
effect on the proposed Conversion Date. Each share of Series C Preferred Stock to be converted
pursuant to this Section 5(a}(i) will be converted into a number of shares of Class A Common

~= °  Stock determined by dividing (A) the Original Issuance Price by (B) the Conversion Price in

- effect on the Conversion Date. With respect to any share of Series C Preferred Stock called for

redemption, the right of conversion described in this Section 5(a)(i) will terminate at the close of
business on the day prior to the Redemption Date or, if the Corporation defauits in the payment of
the Redemption Price, at the close of business on the day prior to the Final Redemption Date.

(i) Mandatory Conversion. Subject to the limitations set forth in Section 5{1) below, on or
after the third anniversary of the Cross-Over Date, the Corporation may, by giving notice to the

B-8




Section 285.305 q)
Page 62 of 71

holders of Series C Preferred Stock (the “Forced Conversion Notice™), convert each share of
Sertes C Preferred Stock (the “Mandatory Conversion™ into the number of shares of
Common Stock determined by dividing (A) the Original Issuance Price per share of Series C
Preferred Stock by (B) the Conversion Price in effect on the Conversion Date: provided.
however, that this right to compel Mandatory' Conversion shall only be exercisable if: (D) the
Closing Price of a share of Class A Common Stock exceeds 130% of the Conversion Price in
effect on the Conversion Date (relating to the Mandatory Conversion) for at least 20 Trading
Days within the 30 consecutive Trading Dawvs immediately prior to the delivery by the
Corporation of the Forced Conversion Notice (including the last Trading Day of such
period): and, {1I) simultaneously with the Mandatory Conversion, holders of such Series C
Preferred Stock shall receive a dividend payment of cash. shares of Common Stock. or any
combination thereof, as the Corporation determines in its sole diseretion, in an amount equal
to any accrued and unpaid dividends on the Series C Preferred Stock as of the applicabie
Conversion Date (other than previcusly declared dividends on the Series C Preferred Stock
payable to a holder of record as of a prior date), whether or not declared, out of legally
available assets of the Corporation. To the extent that the Corporation pays some or all of
such dividend in shares of Common Stock, the aumber of shares of Common Stock issuable
to a holder in respect of such accrued and unpaid dividends shall equal (x) the amount of
accrued and unpaid dividends on the Series C Preferred Stock on the applicable Conversion
Date that the Corporation shall have determined to pay in shares of Common Stock divided
by (y) the average of the Closing Price of shares of Class A Common Stock for the 3 Trading
Drays next preceding the applicable Conversion Date.

(b) Conversion Price. The Conversion Price at which shares of Class A Common Stock will
initially be issuable upon conversion of the shares of Series C Preferred Stock will be $5.78. The
Conversion Price will be subject to adjustment as set forth in Section 3(e). No dividends will
accrue or be paid on Series C Preferred Stock subsequent to conversion.

{c) Mechanics of Conversion. (i) In the case of an Optional Conversion, the holder of any shares of
Series C Preferred Stock shall exercise the conversion right by surtendering to the Corporation or
the transfer agent of the Corporation the certificate or certificates for the shares to be converted.
accompanied by wriiten notice specifying the number of shares to be converted. Conversion will
be deemed to have been effected on the date when delivery is made of notice of an election to
convert and the cenificate or certificates evidencing the Series C Preferred Stock shares to be
converted and such date shall be the “Conversion Date.”

(ii} In the case of a Mandatory Conversion, the conversion shall be deemed to have been
effective as of the date the Forced Conversion Notice is given by the Corporation and such
date shall be the “Conversion Date,” and the holders of the Series C Preferred Stock shall
promptly thereafter surrender their certificates evidencing their ownership of Series C
Preferred Stock.

(iii) Notwithstanding anything herein to the contrary, the Corporation may elect to satisfy all or
: any portion of its conversion obligation to a holder of shares of Series C Preferted Stock,
whether arising pursuant to an Optional Conversion or a Mandatory Conversion (the
“Conversion Obligation™), in cash or a combination of cash and Class A Common Stock. The
Corporation will notify such holder of the dollar amount to be satisfied in cash (which must

be expressed either as 100% of the Conversion Obligation or as a fixed dollar amount), in the
case of an Optional Conversion, at any time on or before the date that is three business days
following receipt of the written notice of conversion from the holder (such period, the “Cash
Settlement Notice Period™), or, in the case of a Mandatory Conversion, in the Forced
Conversion Notice. Settlement (in cash andfor shares) will occur on the business day
following the final day of the five (5) Trading Day period beginning on, in the case of an
Optional Conversion, the day after the final dav of the Cash Settlement Notice Period, or, in
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(d)

the case of a Mandatory Conversion, the day after the date of the Forced Conversion Notice
(the "Cash Settlement Averaging Period™). Seulement amounts will be computed as follows:

{A) if the Corporation elects to sausfy the entire Conversion Obligation in shares of Class A
Common Stock, the Corporation will deliver to such holder a number of full shares of
Class A Common Stock to which such holder is entitled and a check or cash with
respect to any fractional interest in a share of Class A Common Stock as provided in
Section 5(d);

{B) if the Corporation elects to satisfy the eniire Conversion Obligation in cash. the
Corporation will deliver to such holder cash in an amount equal to the product of: (1)
the number of full and fractional shares of Class A Common Stock to which such holder
is entitled, and (2) the average Closing Price of the Class A Common Stock during the
Cash Settlement Averaging Period; and

(C) if the Corporation elects to satisfy a fixed portion (other than 100%) of the Conversion
Obligation in cash, the Corporation will deliver to such holder such cash amount (*Cash
Amount™) and 2 number of shares of Class A Common Stock equal to the greater of (1)
one and (2) the excess, if any, of the number of shares calculated as set forth in clause
(A) above (assuming for purposes of this calculation that the Corporation had elected to
satisfy the entire Conversion Obligation in shares of Class A Common Stock) over the
number of shares obtaining by dividing {x) the Cash Amount by (y) the average Closing
Price of the Class A Common Stock during the Cash Settlement Average Period.

(iv) Subject to the provisions of Section 5(e)(vi), the person in whose name the cenificate or
certificates for shares of Class A Common Stock are to be issued, if any, will be deemed to
have become a holder of record of such Class A Common Stock on the applicable
Conversion Date. Upon conversion of only a portion of the number of shares covered by a
certificate representing shares of Series C Preferred Stock surrendered for conversion, the
Corporation will issue and deliver to or upon the written order of the holder of the certificate
so surrendered for conversion, at the expense of the Corporation, a new certificate covering
the number of shares of Series C Preferred Stock representing the unconverted portion of the
certificate so surrendered. Notwithstanding anything herein to the contrary, the Corporation
will not be obligated to issue to any such holder the certificate or certificates evidencing the
shares of Class A Common Stock issuable upon such conversion or deliver cash in lieu
thereof. unless the certificate or certificates evidencing the shares of Series C Preferred Stock
are either delivered to the Corporation or the transfer agent of the Corporation.

Fractional Shares. No fractional shares of Class A Common Stock or scrip will be issued upon
conversion of shares of Series C Preferred Stock. If more than one share of Series C Preferred
Stock is surrendered for conversion at any one time by the same holder, the number of full shares
of Class A Common Stock issuable upon conversion thereof will be computed on the basis of the
aggregate number of shares of Series C Preferred Stock so surrendered. Instead of any fractional
shares of Class A Common Stock which would otherwise be issuable upon conversion of any
shares of Series C Preferred Stock, the Corporation will pay a cash adjustment in respect of such
fractional interest in an amount equal to that fractional interest based on the fair market value of
the Class A Common Stock determined by the Corporation in its sole discretion.

Conversion Price Adjustments. The Conversion Price will be subject to adjustment from time to
time as follows: '

() Stock Dividends, Subdivisions, Combinations, or Reclassifications. In case the Corporation
shall (A) pay a dividend, or make a distribution, exclusively in shares of its capital stock on
the Class A Common Stock; (B) subdivide or split its outstanding Class A Common Stock
into 2 greater number of shares; (C) combine or reclassify its outstanding Class A Common
Stock into a smaller number of shares; or (D) issue by reclassification of the shares of Class
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A Common Stock any shares of the Corporation’s capital stock. the Conversion Price in
effect immediately prior to the record date or effective date, as the case may be, for the
adjustment pursuant to this Section 5(e)(i) as described below, shail be proporttonately
adjusted so that the holder of any Series C Preferred Stock thereafter surrendered for
conversion shall be entitled to receive the number of shares of Class A Common Stock which
such holder would have owned or have been entitled to receive after the happening of any of
the events described above had such Series C Preferred Stock been converted immediately
prior to such record date or effective date, as the case may be. An adjustment made pursuant
to this Section 5(e)(i) shall become effective immediately after the applicable record date in
the case of a dividend or distribution and shall become effective immediately after the
applicable effective date in the case of subdivision, combination or reclassification of the
Class A Common Stock. If any dividend or distribution of the type described in clause {A}
above is not so paid or made, the Conversion Price shall again be adjusted to the Conversion
Price that would then be in effect if such dividend or distribution had not been declared.

(i} Rights or Warrant Offerings. In case the Corporation shall issue rights or warrants to all
holders of the Class A Common Stock entitling them (for a period expiring within 60 days
after the date of issuance of such rights or warrants) to subscribe for or purchase Class A
Common Stock at a price per share less than the Closing Price of Class A Common Stock on
the record date fixed for determination of shareholders entitled to receive such rights or
warrants, the Conversion Price in effect immediately after such record date shall be adjusted
so that the same shall equal the Conversion Price determined by multiplying the Conversion
Price in effect immediately after such record date by a fraction of which (i) the numerator
shall be the number of shares of Class A Common Stock outstanding on such record date
plus the number of shares which the aggregate offering price of the total number of shares so
offered would purchase at the Closing Price of Class A Common Stock on the carlier of such
record date or the Trading Day immediately preceding the ex date for such issuance of rights
or warrants, and (i) the denominator shall be the number of shares of Class A Common
Stock outstanding on such record date plus the number of additional shares of Class A
Common Stock offered for subscription or purchase. Such adjustment shall be made
successively whenever any such rights or warrants are issued, and shall become effective
immediately after the opening of business on the day following the record date for the
determination of shareholders entitled to receive such rights or warrants. To the extent that
shares of Class A Common Stock are not delivered after the expiration of such rights or
warrants, the Conversion Price shall be readjusted to the Conversion Price which would then
be in effect had the adjustments made upon the issuance of such rights or warrants been made
on the basis of delivery of only the number of shares of Class A Common Stock actually
delivered. If such rights or warrants are not so issued, the Conversion Price shall again be
adjusted to be the Conversion Price which would then be in effect if such record date for the
determination of shareholders entitled to receive such rights or warrants had not been fixed.
In determining whether any rights or warrants entitle the holders to subscribe for or purchase
shares of Class A Common Stock at less than such Closing Price, and in determining the

. aggregate offering price of such shares of Class A Common Stock, there shall be taken into
account any consideration received by the Corporation for such rights or warrants, the value
of such consideration, if other than cash, to be determined by the Board.

(iii) Extraordinary Cash Dividends. In case the Corporation shall, by dividend or otherwise,
distribute to all holders of its Class A Common Stock cash (excluding (x) any quarterly cash
dividend on the Class A Common Stock for any fiscal quarter to the extent that the aggregate
cash dividend per share of Class A Common Stock in such fiscal quarter does not exceed the
greater of (A) the amount per share of Class A Common Stock of the next preceding
quarterly cash dividend on the Class A Common Stock to the extent that such preceding
quarterly dividend did not require any adjustment of the Conversion Price pursuant to this
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Section 5(e)(iii) (as adjusted to reflect subdivisions or combinations of the Class A Common
Stock), and (B) 10% of the arithmetic average of the Closing Price per share on ten (10)
Trading Days prior to the date of declaration of such dividend or distribution, and (y) any
dividend or distribution.in connection with the liquidation, dissolution or winding up of the
Corporation. whether voluntary or involuntary), then, in such case. the Conversion Price in
effect immediately prior to the close of business on the record date fixed for the
determination of holders of Class A Common Stock entitled 10 receive such dividend or
distribution shali be adjusted so that the same shall equal the Conversion Price determined by
multiplying the Conversion Price in effect immediately before such record date by a fraction,

(a) the numerator of which shall be the Closing Price per share on such record date; arid

{b) the denominator of which shall be the Closing Price per share on such record date plus
the amount of cash so distributed (and not excluded as prowded in this section)
applicable to one share of the Class A Common Stock,

such adjustment to be effective immediately prior to the opening of business on the day
following such record date. provided that if the portion of the cash so disuibuted applicable
to one share of Class A Common Stock is equal to or greater than the Closing Price on such
record date, In lieu of the foregoing adjustment, adequate provision shall be made so that
each holder of Series C Preferred Stock shall have the right to receive upon conversion the
amount of cash such holder would have received had such holder converted each share of
Series C Preferred Stock on such record date. If such dividend or distribution is not so paid or
made. the Conversion Price shall again be adjusted to be the Conversion Price that would
then be in effect if such dividend or distribution had not been declared. If any adjustment is
required by this Section 5(e)(iii) as a result of a distribution that is a quarterly dividend, such
adjustment shall be based upon the amount by which such distribution exceeds the amount of
the quarterly cash dividend permitted to be exciuded pursuant hereto. If an adjustment is
required to be made as set forth in this Section 5(e)(iii) above as a result of a distribution that
is not a quarterly dividend, such adjustment shall be based upon the full amount of the
distribution.

(iv) Other Distributions. In case the Corporation shall, by dividend or otherwise, distribute to
all holders of Class A Common Stock any non-cash assets, debt securities, shares of capital
stock of any class or series, or other securities (excluding any dividend, distribution or
issuance covered by those referred to in Section 5(e)(i), 5¢e)(ii) or 5(e)(iii) hereof or in
connection with a voluntary or involuntary liquidation, dissolution or winding up of the
Corporation) (any of the foregoing hereinafter in this Section 5(e)(iv) called the “Distributed
Assets or Notes™), then (unless the Corporation elects to reserve any such Distributed Assets
or Notes for distribution to the holders of shares of Series C Preferred Stock upon the
conversion of the shares of Series C Preferred Stock so that any such holder upon conversion
will receive the amount and kind of such Distributed Assets or Notes which such hoider
would have received if such holder had converted its shares of Series C Preferred Stack
immediately prior to the record date fixed for the determination of holders of Class A
Common Stock entitled to receive such dividend or distribution) the Conversion Price shall
be adjusted so that the same shall equal the Conversion Price determined by muliiplying the
Conversion Price in effect immediately prior to the close of business on the record date fixed
for the determination of holders of Class A Common Stock entitled to receive such dividend

—— or distribution by a fraction of which (A) the numerator shail be the Closing Price per share
- - of the Class A Common Stock on the earlier of such record date or the Trading Day
immediately preceding the ex date for such dividend or distribution, and (B) the denominator
shall be (1) the Closing Price per share of the Class A Common Stock on the earlier of such
record date or the Trading Day immediately preceding the ex date for such dividend or
distribution plus (2) the fair market value on the earlier of such record date or the Trading
Day immediately preceding the ex date for such dividend or distribution (as determined in
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good faith by the Board) of the Distributed Assets or Notes so distributed applicable to one
share of Class A Common Stock. Such adjustment shall become effective immediately after
such record date. In the event that such distribution is not so paid or made, the Conversion
Price shall again be adjusted to the Conversion Price which would then be in effect if such
distribution had not been declared.

(v) Rounding of Calculations: Minimum Adjustment.  All calculations under this Section 5{e)
will be made to the nearest cent or to the nearest one hundredth {1/100th) of a share. as the
case may be. Any provision of this Section 5 to the contrary notwithstanding, no adjustment
in the Conversion Price will be made if the amount of such adjustment would be less than
$0.03, but ary such amount will be carried forward and an adjustment with respect thereto
will be made at the time of and together with any subsequent adjustment which, together with
such amount and any other amount or amounis so carried forward. will aggregate $0.05 or
more.

(vi) Timing of Issuance of Additional Class A Common Stock Upon Certain Adjustments.  In any
case in which the provisions of this Section 3(e} requires that an adjustment be made in
connection with any event, the Corporation may defer, until the occurrence of such event, (A)
issuing to the holder of any share of Series C Preferred Stock converied after the relevant
record date and before the occurrence of such event the additional shares of Class A
Common Stock tssuable upon such conversion by reason of the adjustment required by such
event over and above the shares of Class A Common Stock issuable aupon such conversion
before giving effect to such adjustment and (B} paving to such holder any amount of cash in
lieu of a fractional share of Class A Common Stock pursuant to Section 5(d); provided.
however, that the Corporation upon request will deliver to such holder a due bill or other
appropriate instrument evidencing such holder’s right to receive such additional shares and
such ¢ash. upon the occurrence of the event requiring such adjustment.

(f) Statement Regarding Adjustments. Whenever the Conversion Price is adjusted as provided in
Section 5(e), the Corporation will file, at the office of any transfer agent for the Series C Preferred
Stock and at the principal office of the Corporation, a statement showing in detail the facts
requiring such adjustment and the Conversion Price in effect after such adjustment, and the
Corporation will also cause a copy of such statement to be sent by mail, first class postage
prepaid, to each holder of shares of Series C Preferred Stock at such holders address appearing on
the Corporation’s records. Each such statement will be signed by the Corporation’s independent
public accountants, if applicable. Where appropriate. such copy may be given in advance and may
be included as part of a notice required to be mailed under the provisions of Section 6(c).

g) Conditional Conversion. 1If it is proposed that a registration of Class A Common Stock is
mtended to be filed, except on Form S-4 or $-8 (or any successor forms), which includes the
secondary registration on behalf of holders of Class A Common Stock generally, the Corporation
will notify the holders of Series C Preferred Stock of such proposed registration and such holders
may conditionally exercise their right to convert any or all of such shares of Series C Preferred
Stock so held in accordance with this Section 5 and participate in such proposed registration in
accordance with the registration rights graated to such holder by the Corporation, if any. If such
registration is not declared effective or is withdrawn, any conditional exercise pursuant to this
Section 5(g) will be null and void ab initio. Only the number of shares of Class A Common Stock
conditionally converted pursuant to this Section 5(g) that are actually sold under an effective
registration statermnent will be deemed converted pursuant to Section 5(a) and the conditional
conversion of such shares will be null and void ab initio upon the termination of the offering under
such registration statement.

(h) Costs. - The Corporation will pay ail documentary. stamp, transfer, or other transactional taxes
attributable to the issuance or delivery of shares of Class A Common Stock upon conversion of
any shares of Series C Preferred Stock; provided, however, that the Corporation will not be
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required to pay any taxes which may be payable in respect of any transfer involved in the issuance
or deliverv of any certificate for such shares in a name other than that of the holder of the shares
of Series C Preferred Stock in respect of which such shares are being issued.

{i} Reservarion of Shares. The Corporation will reserve at all times so long as any shares of Series
C Preferred Stock remain outstanding, free from preemptive rights, out of its treasury stock (if
- applicable) or its authorized but unissued shares of Common Stock, or both, solely for the purpose
of effecting the conversion of the shares of Series C Preferred Stock, sufficient shares of Common
Stock to provide for the conversion of ali outstanding shares of Series C Preferred Stock.

(4} Valid Issuance. All shares of Common Stock which may be issued upon conversion of the
shares of Sertes C Preferred Stock will, upon issuance by the Corporation, be duly and validly
issued, fully paid and nonassessable and free from all taxes, liens. and charges with respect to the
issuance thereof, and the Corporation will take no action which will cause a contrary result
{(including. without limitation, any action which would cause the Conversion Price to be less than
the par value, if any, of the Common Stock).

(k) Automatic Conversion into Class B Common Stock in Certain Circumstances. All shares of
Class A Common Stock which may be issued upon conversion of the Series C Preferred Stock are
subject to automatic conversion into Shares of Class B Common Stock in the circumstances and
with the effects specified in Article 4, Paragraphs 2C.(3)d) and (e) of the Articles of
Incorporation. .

{I) Shareholder Approval. WNotwithstanding anything to the contrary contained herein, conversion of
the Series C Preferred Stock may not occur unless and until either (i) the shareholders shall have,
in accordance with the IBCA and NYSE Requirements, approved the issuance of shares of
Common Stock inte which the Series C Preferred Stock is convertible or (ii) (A) the Board (on
advice of counsel) shall have determined that shareholder approval is not required by either the
IBCA or NYSE Requirements in connection with such conversion, (B) representatives of the New
York Stock Exchange shall have affirmatively agreed with the such determination, and (C) notice
of such determination (accompanied by written advice of counsel addressed to the holders of
Series C Preferred Stock as well as evidence of the agreement of the New York Stock Exchange)
shall have been given to all holders of the Series C Preferred Stock.

6. CORPORATE EVENTS."

(a) Merger. In case of (i) any reclassification or change of outstanding shares of Common Stock
(other than a change in par value or from par value to no par value or from no par value to par
value, or as a result of a subdivision or combination), (ii} any consolidation or merger of the
Corporation with one or more other corporations (other than any consolidation or merger in which
the Corporation is the continuing corporation and which does not result in any reclassification,
conversion, exchange or cancellation of outstanding shares of Common Stock issuable upon
conversion of the Series C Preferred Stock), (iii) any sale or conveyance to another corporation or
other entity of all or substantially all of the property of the Corporation, or (iv) any other
transaction which would constitute a Change of Control of the Corporation, then the Corporation,
or such successor corporation or other entity, as the case may be, shall make appropriate provision
so that the holder of each share of the Series C Preferred Stock then outstanding shall have the

e right thereafter, to convert such share of the Series C Preferred Stock into the kind and amount of
- securities, cash and othet property teceivable upon such consolidation, merger, sale,
reclassification, change or conveyance by a holder of the number of shares of Common Stock into
which such share of the Series C Preferred Stock might have been converted immediately prior to
such comsotidation, merger, sale, reclassification, change or conveyance, subject to such
adjustment which shall be as nearly equivalent as may be practicable to the adjustments provided
in Section 5(e). The above provisions of this Section 6(a) shall sumlarly apply to successive
consolidations, mergers, conveyances or transfers.

B-14




Seciion <02.0Ud q)
Page 68 of 71

{b} Offer to Repurchase. In addition to the foregoing. upon the occurrence of a Change of Control,
the Corporation shall make an offer (a “Change of Control Offer™) to each holder of shares of the
Sertes C Preferred Stock to repurchase all or any part of each such holder’s shares of the Series C
Preferred Stock at an offer price in cash {the *“Change of Control Pavment™) equal to 100% of the
Liquidation Value per share as of the Change of Control Payment Date. The Corporation shall
comply with the requirements of Rule l4e-1 under the Exchange Act and any other securities laws
and regulations thereunder 1o the extent such laws and regulations are applicable in connection
with the repurchase of shares of the Series C Preferred Stock as a result of a Change of Controt,
and the Corporation shall not be in violation of this resolution by reason of any act, including anv
tailure to act. required by such rule or other applicable law or regulation.

Within 25 days following any Change of Control. the Corporation shall mail a notice to each
holder of shares of the Series C Preferred Stock stating:

(iy that the Change of Control Offer is being made pursuant to this Section 6 and that all shares
of the Series C Preferred Stock tendered will be accepted for payment:

(ii) the purchase price and the purchase date, which shall be at least 30 but no more than 60 davs
from the date on which the Corporation mails notice of the Change of Control {the “Change
of Control Payment Date™):

{ii1) that any shares of the Series C Preferred Stock not tendered will continue to accrue dividends
as provided in this resolution;

(iv) that. unless the Corporation defaults in the payvment of the Change of Control Payment, ail
shares of the Series C Preferred Stock accepted for payment pursuant to the Change of
Control Offer shall cease to accrue dividends after the Change of Control Payment Date;

(v) that holders of shares of the Series C Preferred Stock electing to have any shares of the Series
C Preferred Stock purchased pursuant to a Change of Control Offer shall be required 1o
surrender the shares of the Series C Preferred Stock to the Corporation or its designated agent
(the “Paying Agent”) for such purpose, at the address specified in the notice prior to the close
of business on the third Business Day preceding the Change of Control Payment Date; and

(vi) that holders of shares of the Series C Preferred Stock will be entitled to withdraw their
election if the Corporation or the Paying Agent receives, not later than the close of business
on the second Business Day preceding the Change of Control Payment Date, a telegram,
telex, facsimile transmission or letter setting forth the name of the holder of shares of the
Series C Preferred Stock, the number of shares of the Series C Preferred Stock delivered for
purchase, and a statement that such hoider is withdrawing his election to have such shares
purchased.

On the Change of Control Payment Date, the Corporation shall, to the extent lawful, (x)
accept for payment all shares of the Series C Preferred Stock tendered pursuant to the Change
of Control Offer, and (y) deposit with the Paving Agent an amount equal to the Change of
Control Payment in respect of all shares of the Series C Preferred Stock so accepted for
payment. The Corporation shall promptly mail to each holder of shares of the Series C
Preferred Stock so tendered the Change of Control Payment for such shares. The Corporation
i shall publicly announce the results of the Change of Control Offer on or as soon as
' practicable after the Change of Control Payment Date.

(c) Notice of Record Date. In case at any time or from time to time (i) the Corporation shall pay any

stock dividend or make any other non-cash distribution to the holders of its Common Stock, or

i offer for subscription pro rata to the holders of its Common Stock any additional shares of stock of
: any class or any other right, or (ii) there shall be any capital reorganization or reclassification of
the Common Stock of the Corporation or consolidation or merger of the Corporation with or into

another corporation, or any sale or conveyance 10 another corporation of the property of the
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Corporation as an entirety or substantially as an entirety, or (iii) there shall be a voluntary or
involuntary dissolution, liquidation or winding up of the Corporation, then, in any one or more of
said cases the Corporation shall give at least 20 days™ prior written notice {the time of mailing of
such notice shall be deemed to be the time of giving thereof) to the registered holders of the Serfes
C Preferred Stock at the addresses of each as shown on the books of the Corporation maintained
by the transfer agent thereof of the date on which (A) a record shall be taken for such stock
dividend, distribution or subscription rights or (B) such reorganization, reclassification.
consolidation, merger, sale or conveyance, dissolution, liquidation or winding up shall take place.
as the case may be; provided that. in the case of any transaction to which Section 6(a) applies the
Corporation shall give at least 30 days” prior written notice as aforesaid. Such notice shall also
specify the date as of which the holders of the Common Stock of record shall participate in said
dividend. distribution or subscription rights or shall be entitled to exchange their Common Stock
for securities or other property deliverable upon such reorgamization, reclassification.
consolidation, merger, sale or conveyance or participate in such dissolution, liguidation or
winding up. as the case may be. Such notice will also set forth such facts as will be reasonably
necessary to indicate the effect of such corporate action (1o the extent such effect may be known at
the date of such notice) on the Conversion Price, if any, under Section 5(a), and the number, kind,
or class of shares or other securities or property which will be deliverable upon conversion of
shares of Series C Preferred Stock. Failure to give such notice shall not affect the legality or
validity of any action so taken.

VOTING RIGHTS. If the holders of shares of Series C Preferred Stock have the right to vote
separately as a class pursuant to the IBCA or Section 12 hereof, such holders will be entitled to one
vote for each such share so held. In all other cases, the holders of shares of Series C Preferred Stock
will not be entitled to vote.

EXCLUSION OF OTHER RIGHTS. Except as may otherwise be required by law, the shares of Series
C Preferred Stock will not have any preferences or relative, participating, optional, or other special
rights. other than those specifically set forth in this Statement of Resolution. The shares of Series C
Preferred Stock will have no preemptive or subscription rights.

HEADINGS OF SUBDIVISIONS. The headings of the various subdivisions hereof are for
convenience of reference only and will not affect the interpretation of any of the provisions hereof.

SEVERABILITY OF PROVISIONS. If any right, preference, or limitation of the Series C Preferred
Stock set forth in this resolution (as such resolution may be amended from time to time) is invalid,
unlawful, or incapable of being enforced by reason of any rule of law or public policy, all other rights,
preferences, and limitations set forth in this resolution {as so amended) which can be given effect
without the invalid, unlawful or unenforceable right, preference, or limitation will, nevertheless, remain
in full force and effect, and no right, preference, or limitation herein set forth will be deemed dependent
upon any other such right, preference, or limitation unless so expressed herein.

STATUS OF REACQUIRED SHARES. Shares of Series C Preferred Stock which have been issued
and reacquired in any mannper will (upon cancellation by the Corporation and compliance wifh any
applicable provisions of the laws of the State of Illinois) have the status of authorized and unissued
shares of Preferred Stock issuable in series undesignated as to series and may be redesignated and
reissued.

ISSUANCE OF ADDITIONAL SECURITIES.Nothing contained herein will be deemed 10 any way
prohibit, restrict, or inhibit the ability of the Corporation to designate and/or issue additional securities
of any kind, including, without limitation, shares of Parity Stock or Junior Stock; provided that, the
Corporation may not designate and/or issue any shares of Senior Stock without the consent of a
majority of the shares of Series C Preferred Stock, other than shares of Senior Stock designated and/or
issued by the Corporation (i) in connection with a bona fide transaction where the consideration paid
for such shares of Senior Stock consists primarily of cash or (ii) in connection with a Board-approved
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acquisition (whether by stock sale, merger, recapitalization. asset sale or otherwise) of any business or
entity by the Corporation where such Sentor Stock comprises all or a portion of the purchase price
thereof.

The Corporation has caused this statement to be signed by its duly authorized officers, each of whom
affirms, under penalties of perjury, that the facts stated herzin are true.

Date: August 6, 2003 DYNEGY INC.

Byds/ Bruce A. Wilhamson

Name: Bruce A. Williamson
Title: Prasident and CEOQ

By/s/ Carol Graehner

Name; Carol Graebner
Title: EVP and General Counsel
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DYNEGY

DIRECTIONS TO THE ANNUAL MEETING OF SHAREHOLDERS
FROM BUSH INTERCONTINENTAL AIRPORT
DoubleTree Houston Hotel—Allen Center
400 Dallas Street
Houston, Texas 77002
(713) 759-0202

Exit the airport and take the Sam Houston Tollway S/W 10 1435,

Take [-45 South approximately 12 miles to downtown Houston.

Exit McKinney Street, Exit 47C.

Continue on McKinney Street for approximately (.3 miles and turn right on Bagby Street.

Continue on Bagbv Street for approximately 0.1 miles and turn left on Dallas Sireet.

The DoubleTree Houston Hotel — Allen Center is located on the right-hand side at the corner of Bagby
Street and Dallas Street.




